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MEMORANDUM 
May 9, 1958. 
To: Hon. Thomas E. Morgan, acting chairman. 
From: Dumond Peck Hill, staff consultant. 

Following is an analysis prepared pursuant to your instructions 
of the administrative provisions contained in H. R. 12181, for the 
Development Loan Fund, together with an excerpt from the hearings 
concerning terms for loans made by the Development Loan Fund. 
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ADMINISTRATIVE PROVISIONS FOR THE DEVELOPMENT 
LOAN FUND CONTAINED IN H. R. 12181 (MUTUAL SECURITY 
ACT OF 1958) 





Last year the Congress authorized an appropriation of $625 million 
for use beginning in fiscal year 1959; consequently, there is no addi- 
tional authorization for the Development Loan Fund in the bill for 
this year. 

The provisions of the present bill are directed primarily to the 
organization and administration of the Fund pursuant to the recom- 
mendation of the committee of conference in 1957, as follows: 


The committee of conference agreed that the most effective 
arrangement for administering a long-range development 
loan program is a Government corporation with substantial 
capital, and officers and directors with powers and duties 
defined and limited by law. The corporation should be 
under the policy direction of the State Department; its 
operating personnel should concentrate on handling develop- 
ment loans but its direction should be coordinated with other 
agencies along the lines provided in the conference report. 


This year’s bill follows the suggestions of last year’s committee of 
conference and converts the Development Loan Fund to a Government 
corporation with a Managing Director and a Board of Directors, com- 
posed of the Deputy Under Secretary of State for Economic Affairs, 
Chairman; the Director of the International Cooperation Administra- 
tion, the Chairman of the Board of the Export-Import Bank, the 
Managing Director of the Fund, and the United States Executive 
Director of the International Bank for Reconstruction and Develop- 
ment, as members. 

The specific amendments in the bill relating to the Development 
loan Fund provisions are the following: 

Subsection 202 (a). General a uthority 

Subsection 202 (a) amends section 202 relating to general authority 
for the Development Loan Fund. 

Paragraph (1) deletes the existing section 202 (a) and substitutes 
language by which the Development Loan Fund, presently adminis- 
tered by the International Cooperation Administration, is established 
as a Government corporation. The language is patterned on that 
used for other Government corporations. It provides that the Fund 
will be an agency of the U nited States Government and subject to 
supervision and direction by the President. It states that the Fund 
is created to carry out the purposes of title II, chapter II, of the act 
(those purposes being described in sec. 201). Under authority such as 
that contained in section 521 of the act, the President could designate 
the Fund to perform other functions. The new language spec ‘ifies that 
the Fund will have its principal office in the District of Columbia 
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and the District will be its only residence for purposes of venue in 
civil actions. The Fund, however, may establish offices elsewhere as 
it deems necessary or appropriate. 

Paragraph (2) amends section 202 (b) in several respects. First, 
it makes two changes in the first sentence to substitute references to 
the new corporation for references to the President. 

Second, it adds a fourth consideration in addition to the existing 
three which must be taken into account in making loans or guaranties 
under the Development Loan Fund. The three enumerated con- 
siderations presently in the law are: (1) whether financing could be 
obtained in whole or in part from other free world sources on reasonable 
terms, (2) the economic and technical soundness of the activity to be 
financed, and (3) whether the activity gives reasonable promise of 
contributing to the development of economic resources or to the in- 
crease of productive capacities in furtherance of the purposes of this 
title. 

The fourth and new item added by the present bill is ‘‘the possible 
adverse effects upon the economy of the United States with special 
reference to areas of substantial labor surplus, of the activity and the 
financing operation or transaction involved.”’ This language is added 
to insure that the Fund shall take into account any undue adverse 
impact on the United States economy of any proposed financing or 
guaranty transac tion. 

Third, it effects a conforming technical amendment in the seeond 
sentence. 

Fourth, it inserts a new fourth sentence which is identical in sub- 
stance to a provision in the Export-Import Bank statute (12 U.S.C. 
635h). It specifies that section 955 of title 18 of the United States 
Code shall not prevent any person, corporation, or other entity from 
acting for or participating in any operation or transaction engaged i in 
by the Fund, or from acquiring any obligation issued in connection 
with such operation or transaction. Title 18, United States Code, 
section 955, makes it a criminal offense for any person, corporation, 
or other private entity within the United States to make a loan to, 
or to purchase the bonds or other obligations of, any foreign govern- 
ment or political subdivision thereof (except where the foreign gov- 
ernment is a member of both the International Monetary Fund and 
the World Bank) while such government or political subdivision is in 
default in the payment of any obligation to the United States. 

Fifth, it deletes the last two sentences of the section, which now 
require that a report on every financing transaction or operation 
involving assets of the Fund be supplied to specified congressional 
committees at the time the particular transaction or operation is 
consummated, and substitutes language providing that each semi- 
annual report on the mutual security program from the President to 
Congress, as required by section 534 of the act, shall include detailed 
information on activities of the Development Loan Fund. 

Subsection 202 (6). Fiscal provisions 

Effects several technical amendments in section 204 of the act, which 
relates to fiscal provisions, in order to conform to the incorporation of 
the Fund. 

Paragraph (1) makes several changes in subsection (b). First, it 
substitutes a reference to the Fund for a reference to the President in 
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the first sentence and makes a second conforming amendment in that 
sentence. Second, for purposes of technical clarification, it substi- 
tutes “made available’ for “authorized” in the second sentence. 
And finally, as a technical clarification, it inserts the phrase “assets 
of the’’ before “Fund” in the last sentence of the section. The phrase 
“assets of the Fund,” as defined in the law, refers to any funds or 
currency available for the Fund, including capitalization made 
available but not yet actually advanced to the Fund, and other liquid 
assets of the Fund. With the incorporation of the Fund, adminis- 
trative expenses of the Fund will no longer be included in the appro- 
priation requested under section 411 (b) of the act. Such expenses 
will be financed from assets of the Fund pursuant to the authority in 
the last sentence of section 204 (b). 

In this connection the following letter was received from Hon. 
Robert G. Barnes, Special Assistant for Mutual Security Coordina- 
tion, Department of State: 

DEPARTMENT OF STATE, 
SpeciaL AssistanT FOR Mutua Security CoorpDINaTION, 
Washington, April 23, 1958. 
Dr. TuHomas E. Moraan, 
Acting Chairman, House Foreign Affairs Committee, 
Washington, D. C. 

Dear Mr. CuarrMan: As you know, the administrative expenses 
of the Development Loan Fund will hereafter be financed from the 
assets of the Fund rather than, as in fiscal year 1958, from the general 
appropriation for administrative expenses under section 411 (b) of 
the Mutual Security Act of 1954, as amended. During the course of 
the hearings before your committee on the pending Mutual Security 
Act of 1958, we indicated, in response to an inquiry, that we planned 
to propose in the Mutual Security Appropriation Act for fiscal year 
1959 that a ceiling, then estimated at $685,000, be placed on admin- 
istrative expenses of the Development Loan Fund during fiscal year 
1959. We further indicated that the Fund would in addition incur 
certain operating expenses in carrying out its program during fiscal 
year 1959, and that, since the Fund was just getting into operation 
and had no actual experience upon which to base estimates, it was 
difficult to forecast what the amount of those expenses would be. 
The proposed mutual security appropriation language recommended 
to the Congress by the President on April 1, 1958, was submitted on 
the foregoing basis. 

We have just developed estimates for the second category of ex- 
penses referred to above (operating expenses), and have decided to 
suggest that the ceiling in the Appropriation Act could also be made 
applicable to those expenses so that Congress will directly control the 
combined level of both of the above-mentioned categories of expense. 
We expect within the next few days to present this approach as an 
alternative to the Appropriations Committees, suggesting a new 
aggregate ceiling of about $1.5 million. 

While this does not directly affect any of the provisions in the 
mutual security authorizing bill now pending before your committee, 
it does alter information previously given to the committee and we 
therefore want to call this to your attention. 

Sincerely yours, 
Roserr G. BarnEs. 
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Paragraph (2) deletes subsection (c), which makes the Fund subject 
to certain provisions of the Government Corporation Control Act, - 
substitutes language specifying that the Fund is to be deemed : 
wholly owned Government corporation and is accordingly subject hn 
the applicable provisions of that act. 


Subsection 202 (c). Management, powers, and authorities 

Subsection 202 (c) contains a number of amendments to section 205 
relating to powers and authorities. 

Paragraph (1) inserts the word “MANAGEMENT” in the heading of 
the section to reflect more fully the matters covered by the section. 

Paragraph (2) deletes subsections (a) and (b), which deal with the 
present office of manager of the Fund and with the Loan Committee, 
and substitutes two new subsections. 

The new subsection (a) provides that there shall be a Board of 
Directors of the Fund, defines the membership of the Board, and 
specifies that the management of the Fund shall be vested in the Board. 
Under this language the Board will have responsibility for the exercise 
of the authorities granted, delegated, assigned, or otherwise made 
available to the Fund, and may take such actions as it deems nec- 
essary or appropriate in carrying out this responsibility. It may, 
for example, issue rules and regulations relating to the operations 
of the Fund, employ personnel, attorneys and agents of the Fund, 
and delegate or nie any functions (including the foregoing func- 
tions) to officers and employees of the Fund. Under section 522 of 
the act, the Fund may obtain the services of other an eats agen- 
cies in carrying out its functions. The Board is to carry out its 
functions subject to the foreign policy guidance of he Secretary of 
State. The Board is to act by a majority vote participated in by a 
quorum, three members constituting a quorum. Subject to the fore- 
going, vacancies in the offices comprising the Board shall not affect 
the Board’s « capacity to act. An official occupying, in an acting 
capacity, any of the offices comprising the Board may serve as a 
member of the Board. Members of the Board may not, however, 
designate proxies or substitutes to serve, or act in their behalf, on 
the Board. The language provides that the Chairman shall call the 
Board to meet for purposes of organization. The Board may then 
adopt bylaws to govern the conduct of its business. The language 
specifies that the members of the Board are to serve without com- 
pensation, but may receive actual travel costs and per diem in lieu 
of subsistence while away from their homes or regular places of 
business for purposes of the business of the Fund. 

The new subsection (b) inserted in section 205 provides that there 
shall be a Managing Director of the Fund who will be the chief execu- 
tive officer of the Fund, who shall be appointed by the President, by 
and with the advice and consent of the Senate, and who shall receive 
compensation at a rate of $20,000 per year. The language also 
provides for a Deputy Managing Director of the Fund and for three 
other officers of the Fund, whose titles shall be determined by the 
Board. It further provides that the Managing Director and the 
other officers of the Fund shall perform such functions as the Board 
may direct and be subject to direction and supervision by the Board. 
The language makes provision for other officers of the Fund to act 
as Managing Director in the absence or disability of the Managing 
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Director or in the event that office is vacant. The offices provided 
for in this subsection are in addition to positions otherwise authorized 
by law. 

Paragraph (3) effects a number of amendments in subsection (c) of 
section 205 

First, it amends the opening phrase of the first sentence of the 
subsection so as to provide that the authorities contained in the 
subsection shall be vested in the Fund. The language makes clear 
that the authorities set forth in subsection (c) are in addition to other 
authorities that may be vested in or otherwise made available to 
the Fund. 

Second, it makes several conforming technical amendments. 

Third, it inserts in the first sentence of subsection (c) several new 
clauses which expressly provide to the Fund certain authorities nor- 
mally made available to Government corporations: to adopt, alter, 
and use a corporate seal which shall be judicially noticed; to require, 
and to pay premiums on, bonds for the faithful performane e of the 
duties of its officers, attorneys, agents and employees; to sue and be 
sued in its corporate name; to exercise the priority of the United States 
Government in the payment of debts out of bankrupt, insolvent, or 
decedent’s estates; to purchase one passenger motor vehicle for use in 
the continental United States and from time to time to replace that 
vehicle or any replacement vehicle (such replacements to be in 
accordance with General Services Administration standards for 
vehicle replacement); and to use the United States mails in the same 
manner and under the same conditions as executive departments of the 
Government. The clause authorizing the Fund to sue and be sued 
in its corporate name constitutes consent by the Government to suits 
against or by the Development Loan Fund. This enables the Fund 
to be a party to such suits in its own name, and means that payments 
pursuant to judgments in such suits shall be made to or from the 
corporate account. In other respects the Fund, being an agency of 
the United States Government, is to be in the same position as the 
United States Government or any agency thereof with respect to its 
legal status and its status in litigation. It is, for example, to be en- 
titled to procedural rights which are available to the United States 
Government as party to a suit (e. g., inapplicability of laches and 
statutes of limitations, and exemption from certain filing and fee 
requirements), and is to be exempt from Federal, State, or local taxes. 
The incorporation of the Fund and the inclusion of the “sue and be 
sued”’ language are not intended to alter the application of the prin- 
ciple of sovereign immunity in connection with suits outside the 
United States. The “sue and be sued’”’ clause includes a proviso 
expressly stating that no attachment, injunction, garnishment or 
similar process, mesne or final, shall issue against the Fund or against 
officers of the Fund in connection with actions taken in their capacity 
as officers, or against property or funds owned or held by the Fund or 
by any officer in that capacity. It should be noted that, in the case 
of certain types of claims, notably tort claims and claims on patents, 
there are other specific provisions of law which govern the remedy 
available to claimants. 

Fourth, it effects a technical amendment in the last clause of the 
first sentence to confirm that, with the incorporation of the Fund, this 
clause applies to any functions performed by the Fund. 
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Finally, paragraph (3) inserts a new second sentence in subsection (c) 
specifying that nothing in that subsection is to exempt the Fund or its 
operations from the application of title 28, United States Code, section 
507 (b) and 2679, and title 5, United States Code, section 316. Title 
28, United States Code, section 507 (b) provides that the Attorney 
General shall have supervision over all litigation to which. the United 
States or any agency thereof is a party. Title 28, United States 
Code, section 2679 provides that the authority of any Federal agency 
to sue and be sued in its own name is not to be construed to authorize 
suits against such agency cognizable under title 28, United States 
Code, section 1346 (b) (relating to jurisdiction over tort claims 
against the Government). ‘Title 5, United States Code, section 316 
relates to the authority of the Attorney General of the United States 
to send attorneys of the Justice Department to various parts of the 
United States to attend to the interests of the United States in any 
suit, 

Paragraph (4) inserts two new subsections in section 205. 

The new subsection (d) requires the Fund, in view of the fact that 
the Fund’s employees are covered by the Civil Service Retirement Act 
and the Federal Employees’ Compensation Act, to reimburse the civil 
service retirement and disability fund for the Government’s share of 
benefits applicable to Fund employees, to reimburse the Employees’ 
Compensation Fund for payments made to Fund employees, and to 
reimburse the Treasury for that portion of the cost of administration 
of these funds attributable to Fund employees. The language of this 
provision is identical with the standard provision provided for all 
Government c orpor ations in a pending amendment to the Government 
Corporation Control Act (H. R. 8332). 

In the new subsection (e), the first sentence transfers all assets of 
the Development Loan Fund on the effective date of its incorporation 
to the assets of the new corporate entity on that date. The second 
sentence provides for the transfer of records, personnel, and property 
from the International Cooperation Administration, which now 
administers the Fund, to the new corporate entity. The third sen- 
tence specifies that all obligations and liabilities incurred against the 
Fund prior to its date of incorporation and outstanding as of that 
date, and all rights acquired for the benefit of or with respect to the 
Fund prior to that date and outstanding as of that date, shall, as of 
that date, become obligations, liabilities, and rights of the new 
corporate entity. The last sentence provides that the person serving 
(pursuant to appointment and confirmation) as Manager of the Fund 
on the effective date of the Mutual Security Act of 1958 may, after 
that date, serve in the successor office of Managing Director of the 
incorporated Fund without necessity for reappointment and recon- 
firmation. 


TERMS FOR LOANS MADE UNDER THE DEVELOPMENT LOAN FUND 


The following is an excerpt from the statement of Hon. C. Douglas 
Dillon, Deputy Under Secretary of State for Economic Affairs, made 
before the committee on March 11, 1958 (hearings, pp. 720, 721, 


pt. V): 


The loan committee has set basic financial terms and con- 
ditions for the operation of the Fund. 
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With the concurrence of the National Advisory Council, 
we have agreed that on loans for such basic facilities as roads, 
harbors, railroads, and multipurpose dams, the interest rate 
will be 3% percent and the maximum maturity will be 40 
vears, depending in part on the useful life of the project. 
Repay ment will generally be in the local currency with a 
maintenance of value provision. 

On loans for profit-earning projects, such as manufacturing 
or extractive enterprises, interest rates and maturity will 
generally follow Export- Import Bank terms on similar 
projects. Current interest rates for these range from 5% per- 
cent to 6 percent, depending on the current interest rate in 
the United States; amortization periods vary depending on 
the nature of the project. 

Local currencies received in repayment of Development 
Fund loans provide funds for relending to borrowers to cover 
the domestic costs of new development projects. In time, 
as the economies of the borrowing countries mature, we 
would expect to be able to use an increasing proportion of 
the local currencies for resources of direct value to the 
United States. 

O 





